Special Article

Argentina’s Corn: Productivity Gains Underlie Strong
Export Performance

by Chris de Bre)}

Abstract:  Argentine corn production for 1996/97 is expected to be record high,
boosted by strong world prices. Increased use of technology and inputs in past
years, led by fertilizers, is expected to continue. A more neutral farm policy should
also help keep Argentina as the world’s second largest corn exporter. The spread of
a disease to wider corn areas casts some doubt on this year’'s production.
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Argentina’s corn production for 1996/97 (corresponding toDomestic Use Remains Relatively Low
'S‘é%?en(;'rtf Lneag(?gggrgeﬁ{ 5M%ﬁl?oﬁgt%?/;:etggirgnggﬁé ;Z ?ﬁ:;%omestic demand for corn in 1996/97 is expected to recover
largest since 1985 in response to high world prices. Goo 5.5 million tons from the previous year’s low level. Lower

; . rn prices this year, coupled with rises in income, are ex-
weather and the increased adoption of technology are expect q :
to produce close to record yields. ected to produce a rebound in poultry output, the largest

domestic corn consumer. Grain feeding of beef cattle is still

.. in embryonic stage, with its evolution strongly tied to
Corn exports for 1996/97 are expected to reach 8.8 millioryeeficorn price ratios. Projected price ratios are not expected

tons, the second highest ever, based on record output progs reqt in significant increases in beef cattle feeding in the
pects. Destinations continue to be quite diversified with ship,egeeable future, with grass-fed continuing to be the domi-
ments to over 50 countries, Iran being the largest purchasey.

during calendar year 1996, followed by Malaysia, Venezuela, ant low-cost alternative.
and Korea. Brazil, the largest Argentine corn buyer in calenda i
1995, took less corn in 1996, drawing down domestic stockgfaurtsugzv%zslife,i;zgd Rapidly in Recent
instead. Argentine corn export prices were below U.S. export ’
prices for most of the year, making Argentine corn competitiveTechnology adoption in the corn sector has evolved at a brisk
in most markets. pace the last few years. Fertilizer use (mostly imported) this
year is reported on more than 50 percent of the corn area, and
overall use has doubled since 1994. Fertilizer consumption
Figure C-1 would have been even greater if grain prices had not fallen
Argentine Corn Yields after mid-1996, likely causing farmers to reduce expected
application rates. The positive outlook for fertilizer consump-
tion has prompted plans for the construction of two local
5.0 nitrogen fertilizer plants based on natural gas. Use of agri-
cultural chemicals (herbicides and fungicides, also mostly
4.5 imported) has likewise increased, more than doubling from
4.0 1991 to 1996.

Metric tons/hectare

35 Farm equipment sales, including on-farm grain storage bins,
' have also reached new highs. Irrigation equipment, used for
3.0 complementary irrigation on existing corn land and once only
seen on more progressive large farms, has become relatively
25 more common, although it still accounts for a small proportion
of area. More than 300 center-pivot systems irrigate over
2.0 20,000 hectares, mostly for corn. Reduced import duties on

1980 82 84 capital goods, easier credit terms, and long-term leasing ar-
rangements have improved prospects for input use. U.S. seed
companies have changed the domestic seed profile from
mostly flint corn hybrids to the higher yielding dent hybrids.
Minimum and no-till practices to conserve soil moisture have
become increasingly popular.

* Preliminary

1 Agricultural economist, Commercial Agriculture Division, Economic Re-
search Service.
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One potential area of concern is the spread of a disease, Riolicy Changes Have Been Favorable for
Cuarto, named after the city and county in South CordobaAgriculture
province where it was first detected in the 1960s. The causall

\sllr:J:aIdS bca\r/gfo:nbydi I?: égigpj{ 'ma;grfg(;ri\hergfjsl}ctilr:nearea; tarting in 1989, that included deregulation, decentralization,
P y varying deg ! P 9 nd privatization, in an effort to control chronic public sector

including the central corn belt of North Buenos Aires and | . © o s :

. deficits. In 1991, the Convertibility plan establishing a quasi-
South Santa Fe, apparently favored by mild weather condi: X .
tions. The disease can have potentially devastating effects gy ency board was introduced. The plan pegged the domestic

yields, so much thatitis considered the mostimportant diSeaéa%fysg(;Svgzeo??A?%agr?eig:ysgx?r:gr(i;t())/n"tsr:ﬁgn;ﬁ(zgéhﬁyggrcﬁlg?n-
currently facing corn production. Although there is no Currenttionary pressures that plagued Argentina for over a decade.

plraeg'g)rrgg igzlssg}ntg?erfn ége A?Itsh?sss(teé séori‘rtuias Pmybgg:ibﬁg?gnilateral market liberalization was complemented with the
g g ; 9, P ull establishment of the Mercosur customs union in 1995

know the full impact of the disease on 1996/97 production. with neighboring Brazil, Uruguay, and Paraguay, and further-
reaching free trade agreements between Mercosur and Chile
and Bolivia. Argentina’s position as the prevailing temperate-
agriculture supplier for the region, particularly the large Bra-
lian market, appears strengthened.

he Argentine economy underwent some profound reforms

Longer term projections indicate Argentine corn output to
reach 16 million tons by 2005, mostly on the premise of
continued increases in yields. Area s not expected to increa
sharply, given increased competition from other crops, mainly
soybeans and sunflower, and to some extent wheat. Greaule
input use will increase yields and push corn exports to clos
to 10 million tons by 2005, keeping Argentina the world’s
second largest corn exporter. Anticipated relatively high cro

he current administration has gone a long way in correcting
Some of the chronic weaknesses affecting Argentine agricul-
ture’s competitiveness, adopting a more free-market approach.

. . . pExport taxes on most agricultural products have been elimi-
prices and the maintenance of a more neutral farm policy (a ated (bovine raw hides and oilseeds exports are still taxed

opposed to @ previous qntl-farm bias via export taxes anéo favor local processing), including the 1.5-percent tax to
other farm income-reducing tools) are likely to push overaII]c nd aaricultural research. In the past. periods of high prices
crop area to new highs. However, corn area is not expecteéfI 9 . . : past, p ; gnp

to reach the more recent high levels of the late 1960s an)é/ere almost |nva‘r|ably f9|lowed by Increases In export taxes
early 1970s, before soybeans emerged as a major crop. Tf éother tools to ‘extract’ a proportionate segment from farm
bulk of crop areaincrease is likely to come from area current!
used to graze cattle. Cattle pastures are rotated with crops
the major production areas of the pampas. The introductio
of new land for corn production is unlikely, given the high
costs involved to bring such lands into productive use.

incomes. The major state-owned marketing boards for grains,
ymeats, and sugar have been scrapped. Privatization of export
ﬁacilities has reduced port handling costs. Dredging of the

shallow Parana river to enable access to upriver ports by larger
ships and barges should further help reduce shipping costs.
Privatization of railroads has also begun to help curtail high
domestic transportation costs.

Figure C-2 Corn Sector Likely To Remain Competitive

Argentine Fertilizer Consumption Argentine agriculture, including corn, stands to gain from

1,000 metric tons strong W_orld gra[n prices, the maintgnance .of a more n'eutral
2000 farm policy, and mpreasgd r.e-glonal integration. Argentina is

' expected to remain a significant competitor in world corn

markets. Its traditional low costs of production, based on low
1,500 input use, are evolving to a situation more prevalent in the
United States. Although the transition to a high-input tech-

nology carries some downside risk in case of declining grain
1,000 prices or adverse weather in the absence of a ‘safety net’
system, the potential for considerable yield increases in a
more deregulated global policy environment is expected to
generally maintain Argentine agriculture’s competitive posi-

tion.
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